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UNITED STATES DISTRICT COURT 
DISTRICT OF COLUMBIA 



Robert Alvarez, 

1419 Southeast 43''' Terrace, 

Ocala,FL 34471, 

individually, and on 

behalf of all others similarly 

situated, 

Plaintiff, 



Civil Case No. 1:06CV00145 



The Honorable 
Emmet G. SulUvan 



) 
) ss 

) 



CIGNA and 

The Insurance Company of 

North America, 

Defendants. 

AFFIDAVIT OF TIMOTHY O. PURDON 

STATE OF NORTH DAKOTA 
COUNTY OF BUIILEIGH 

I, Timothy Q. Purdon, state: 

1 . I am one of the attorneys for Robert Alvarez in the above-entitled action. 

2. Attached as Exhibits hereto find true and correct copies of the following 

documents that were provided by Robert Alvarez to his attorneys in this matter: 

Exhibit A: Letter fi-om Peter Brown dated November 18, 2004 
Exhibit B: Letter fi-om CIGNA Group Insurance dated October 2004 
Exhibit C: Alvarez' s Apphcation for LTC Coverage. 
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FXJRTHER AFFIANT SAYETH NOT. 
Dated this / day of May, 2006. 




Timothy Q/Purdon (#05392) 

Vogel Law Finn 

200 North 3"* Street, Suite 201 

P.O. Box 2097 

Bismarck, ND 58502-2097 

(701) 258-7899 



Subscribed and sworn to before me this 



iriaMkB^kaAHdtk^fta^hi 



VALERIE A. EHRLICH 

Notary Public 

State oSWbrth Dakota 

,MyCommiss fen::Expires May 11, 2008 




Notary PubUc 
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Peter Brown 

Assisumt Director 
Customer Advocacy 



November 18, 2004 




Cigna Group Insurance 

liie ■ Accident • Disability 



Mr. Robert Alvarez 
1419SE43"'Ter 
Ocala, EL 34471-4943 



1601 Cliestnut St n23B 
Philaddphia PA 19192 
Teleubone 215.761,1862 
Facrimile 215.76U135 
Peter, Brown@oigna.com 



Dear Mr. Alvarez: 

This letter is in response to your recent inquiry regarding tic increase in pracoium on your guaranteed renewable group 
long term care policy. You have b«ai insured since 1992 under Group PoUcy ALT 1, issued in tiie District of 
Columbia, through your association wj&. the American CiiemicalSodiety. Our records indicate titat you were a 
resident of the Stete of Mai^'land vsten you applied for coverage under this policy. I can understand your concern 
regarding the increase and want to explain the reasons behind the premium change. 

In 5'our letter you seanaed to feel that we considered rate adequacy on a state-by-state basis. However, that is not the 
case, and rate adequacy is considered based on the experience over the entire book of business. You also appeared to 

believe that it is only based on the price of nursing home care. However, that is only one of a large mmiber of issues_ 

that come into play. To project rate adequacy' into the fiiture,-we also consider utilization rates (i.e., the number.-pf; . 
times insureds use their coverage, as opposed to tine- cost of that care), the average length of stay, mortality rates, .the; : ■ . 
rate at vrfudi peopk usualt5' drop their coverage, and aiiticipatisd investment ra^ 

You asked why we didnt make an adjustment before this, A review of this program v?as per&Kmsd in 1997 to analyze 
whether prmiium levels were still considered adequate in hght of our daim and other experience under the program up 
to that point, as well as on our rsasonable projections for the future. At that time, premium levels were judged to be 
adequate. Bowss'ez, the amount of claims began to grow fester than expected in 2000 and later years. In 2003, we 
collaborated with independent actuarial consultants who specialize in tiiis product, to assist us in our anals-sis of the 
claim projections. As a result of the analysis, we significantly strengthened our resen'e len-els and implemented the rale 
action to ensure that the program is adequately funded and remains a viable program to meet future claim acti^'rt5'. 
Given the magnitude of the needed rate action, we determined that it would be more beneficial to the insureds to phase 
in the increase over a 2 3'eai period, rather than chargmg the nicrease all at once. 

If you are currently enrolled in the high option plus plan, you may also viish to consider switching to the lower option 
plan as a means of reducing your premium. I regret that our reply cannot be more fevorable, and I trust this responds 
to your inquirj', but please feel fi-ee to contact me if j'ou have any additional questions, 

SincerelVj 

Peter BroTsoi, Assistant Director 
Customer Advocac3' 



EXHIBIT 



A 



life Insnianst Company ofKoitta, Amaice 
Connscticni GensnQ lif± Insunnu Compuo' 
CIGRA. Uft InsuTKia Cotnpanv of>Jew "yoA- 
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CIGNA Group Insurance 
Life . Accident . Disabilitj' 



October 2004 

RE: Long Term Care Insurance Coverage 
Insurance Company of North America 

Dear Insured: 

Enclosed is your premium notice for your Long Term Care Insurance coverage for the 
billing period as outlined in the attached notice. 

As a result of the emerging experience on this program, we axe sorry to have to inform 
you that -we have had to increase rates under the program by 80 percent to properly cover 
the claim experience. Please understand that you axe not being singled out for this 
increase. This rate action appUes to all participants under the program. If your premiums 
axe currently bemg waived because you're receiving nuxsing home benefits, your rates 
v^dll increase on the premium due date follov>Tiig the date viiien nursing home benefits axe 
no longer payable. 

Unfortunately, we beheve that this increase alone will not be sufBcient to fully co^'er 
future claims, and we anticipate another increase of similar magnitude in 24 months. In 
spite of this increase, vi'e believe this pohcy continues to pro^^de valuable long term"caxe 
benefits. 

E\'en though rate increases are never \n'elcome, it may be comforting to kno-w that this is 
the first such rate increase in the 16-yeax histop,' of the program. This is quite . 
extraordinary', especially when you consider the increase in long term care costs over the 
past 16 years. 

Please return your payment promptly for the amoimt due on the enclosed billing notice. 
This will assure you that your coverage will continue without interruption. If you %'i-ant 
the opportunity to reduce the impact of the rate increase, lower coverage options are 
available for your consideration if you are currently in the Hi^ Option or High Option 
Plus program. 

Please contact the ACS Member Insurance Program Administrator before the premium 
due date on the enclosed notice, at l-SOO-752-0179, if you have questions or wish to 
change your plan option levels. 

Once again, we sincerely regret that his action is necessaPi'. 

Sincerely, 

CIGNA Group Insurance 



EXHIBIT 



B 
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